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SUBJECT: CIV AIR - TWA "LIBERALIZED" APEX FILING 
REF: STATE 300521; MADRID 10303 

1 . EMBASSY INFORMED DECEMBER 22 BY TWA MADRID (STAPLETON) 
THAT HE HAD RECEIVED MESSAGE FROM HIS NEW YORK HEADQUARTERS 
THAT FOLLOWING POLICY WILL BE FOLLOWED BY TWA: 

- SALES OF "LIBERALIZED" APEX TICKETS WILL BE CONTINUED 
IN US MARKET AND ANY ATTEMPT BY SPANISH AUTHORITIES TO 
"THWART" THIS ACTIVITY SHOULD BE BROUGHT TO ATTENTION OF 
US EMBASSY; 

- BASED ON DECEMBER 14 FILING FOR JANUARY 14 EFFECTIVE 
DATE, SPANISH AUTHORITIES MUST FILE NOTICE OF DISSATIS- 
FACTION NOT LATER THAN DECEMBER 29 AND, IF NOT, TWA MADRID 
IS FREE TO START SELLING "LIBERALIZED" APEX TICKETS AND 
SHOULD DO SO; 

- RECOMMEND THAT TWA MADRID MAKE SPANISH AUTHORITIES 
AWARE OF "OUR" POSITION THAT "WE'TNTEND TO HAVE INDIVIDUAL 
FARES FOR BOTH MARKETS AND THAT "WE" WILL MATCH IBERIA 
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GROUP FARES "DOLLAR FOR DOLLAR" NO MATTER HOW LOW LATTER 
MAY GO. 

2. ACCORDING TO STAPLETON TWA MESSAGE SAID THAT ABOVE 
POLICY ESTABLISHED "AFTER DISCUSSIONS WITH STATE AND CAB." 
STAPLETON WOULD LIKE TO BE ASSURED THAT ABOVE DOES, IN 
FACT, REFLECT USG POLICY. EMBASSY SHARES DESIRE FOR CLARI- 
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FICATION. AS EXPRESSED BY SPANISH CIVIL AVIATION OFFICIAL, 
APPROVAL OF TWA "LIBERALIZED" APEX WOULD LEAD TO RAPIDLY 
ESCALATING FARES WAR BETWEEN AIRLINES, AS HE CONVINCED 
THAT IBERIA WOULD FILE IMMEDIATELY FOR "SUPER LIBERALIZED" 
APEX FIVE DOLLARS CHEAPER OR WITH MINIMUM STAY OF FIVE 
DAYS INSTEAD OF SEVEN. FINAL RESULT, WHICH WOULD BE 
RAPIDLY REACHED IN OPINION THIS OFFICIAL, WOULD BE TWO- 
FARE STRUCTURE: A LOW, "NO CONDITIONS" FARE AND FIRST 
CLASS FOR FEW WHO MIGHT CHOOSE THIS LUXURY. 

3. COMMENT: AS WE UNDERSTAND PROCEDURE, AIRLINES ARE 
FREE TO BEGIN "CONDITIONAL" SALES OF NEW FARES AS SOON AS 
FILING MADE, WITH STIPULATION THAT SALE SUBJECT TO 
APPROVAL OF GOVERNMENTS. THUS TWA MADRID COULD BEGIN 
SALES OF "LIBERALIZED" TICKETS NOW OR AT ANY POINT UP TO 
DISAPPROVAL BY US OR SPANISH GOVERNMENT. IF, AS EXPECTED, 
SPANISH GOVERNMENT DOES FILE NOTICE OF DISSATISFACTION, 

USG AND SPANISH GOVERNMENT WOULD "ENDEAVOR TO REACH 
AGREEMENT ON THE APPROPRIATE RATE" UNDER ARTICLE 10(D). 
FAILING SATISFACTORY AGREEMENT, PRESUMABLY ARTICLE 13 
ARBITRATION PROCEDURES WOULD APPLY. IT APPEARS TO 
EMBASSY THAT SITUATION MAY BE APPROACHING POINT OF 
CONFRONTATION BETWEEN SPANISH GOVERNMENT/IBERIA POLICY OF 
ADHERING TO, OR AT MOST SLOWLY ALTERING, OLD STRUCTURED 
FARE SYSTEM AND LIBERALIZED USG/TWA OPEN FARE SYSTEM. 

IN THIS FAST-EVOLVING SITUATION, WE WOULD APPRECIATE 
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INFORMATION ON WHAT TWA NEW YORK HAS BEEN TOLD AND WHAT 
USG VIEWS AND POLICY IN THIS CASE ARE. WE WOULD ALSO 
APPRECIATE GUIDANCE FOR USE WITH GOS. EATON 
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